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CENTRAL INTELLI'JENCE AGENCY
Directorate of Intelligence
Dacember 1970

INTELLIGENCE MEMQRANDUM

Economic Background Of The Polish Riots

Introduction

The Gomulka regima, which came to power in Poland
in October 1956 in tho wake of the Poznan Lread
riots, did much to improve the living conditions of
workers and to advance the national interests ol
Poland. Nevertholess, Gomulka was forced to stap
down in December 1970 after new riots by workaers
in response to sharp price increases for necessities.
How did the regime happen to adopt such an un-
popular maasure and to announce it just before
Christmas? What lay behind the violant response
of tho workers? What choicas in dealing with the
workors has tho new Gierak regime? This memorandum
proposes answors to thase questions out of the
racent economic and political history of Puland.

Elglit Days in Dacember

1. The riots came in the wake of a resolution
adoptad by the Council of Minister's on Saturday,
12 December that called for sweeping revisions in
the retail price structure, to take affoct the noxt
day. On the following Monday, in protest against

* the price hikes, an cpen demonstration erupted

among 1,000 or so shipyard workers in the city of
Gdansk on tho Baltic. Riots continued, with angry

Note: Thie memorandum was produced svlaly by CIA.
It wae prepared by the 0ffice of Eoonomic Reeearch
and wae coordinated with the 0ffice of Currant
Intelligenca.
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housewives joining in, and quickly spread to the
noxthern cities of Gdynia, Sopot, and Szczecin;
lesser disturbances were reported to the south in
Lodz and Bydgoszcz, and scatterad work stoppaga oc~-
curred in several cities, including Warsaw. Polish
accounts ot 17 Decamber list at least 12 dead and
several hundred injured, including security police
and militiamen. DBaily production losses of 25 mil-
lion zlotys in the Gdansk shipyards were reported.

2. The Gomulka regime throughout the wask held
out no hope of a roliback in prices, although the
former Party boss of Gdansk Province reportedly
promised the Gdansk shipyard workers pay increases
in 1371. 1Instead, the ragime strongly defended
its action as economically vital and proceedad to
quell the riots with armed force.,

3. This inflexible position helped maintain
tension in major Polish cities and in turn led to
the downfall of Party Secretary Wladyslaw Gomulka.
On Sunday, 20 December tha Polish radio suddenly
announced that Gomulka would retira becauvse of bad
haalth. Four of his politica) allies also werae
forced out of office, including Zenon Kliszko, the
Party's leading theoretician, and Boleslaw Jaszczuk,
Gomulka's economic adviser and a leading apologist
for his economic policies. Gomulka was succeeded as
Party first secretary by Edward Gierek, tough,
efficient former Party boss of heavily industrialized
Katowice Province, a member of tho policymaking
Politburo who had long waited in the wings. He took
office along with four newly namad members of the
Politburo, Poland's twelva-maembar policymaking body.

The Price Revisions

4. The Council of Ministers resclution of 12
Yecember prescribed sharp price hikes for two ma ,or
categories of consumer goods, food and fuels, bu.
also for building materials and cotton and textil:s,
together with substantial reductiors in prices for
many industrial consumer goods and gome adjustments
in family allowances. According to official claims
these maasures on balance would rcan only a temporary
2% loss in real income, aven for the poorest workors,
who would be the hardest hit. But for most workers,
that was not the point; they were riot interested in
acquizring more clothes und durables if they could
not also maintain and increase meat consumptien.

-2 -
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5. PFor the increase in the price of meats had
the greatest impact on workers' attitudes. Meat
prlces, including pork and beef, rose by about
18%. This increase about equalled the last major
change in meat prices, a rise of 17% in November
1967, Other racent price increases == in tha price
of alecrkal last spring (c2lled hoth to conserve
prtato stocks for livestock feed and to curb ex-
cessive drinking) and in tobacco products in 1966~
67 == also touched closely on items of spacial
interest to workers &and thelr families.

5. As shown in Table 1, other basic foodstuffs
affected by the 12 December price hike included
lard, flour (wheat and rye), milk and milk products,
fish and fish products, and cakes and baked goods.
The puzice hikes for cakes and baked goods, up 12%,
coupled with increases for soma swaets, coffea,
jams, marmalade, fruit, and cheeses were particu-
larly galling in the pra-holiday season.

7. The resolution also provided for a 10% rise
in hard coal prices -- only a year after one of the
most severe winters in modern Polish history, with
the poesibility of an equally severe one coming
up ~=- and a 140\ price rise in lignite (brown coal).
Lignite, althouvgh less efficient than anthracite,
is a favorite house fuel among lower income groups
because of its cheaper price. Building matarials
jumped an average of 28% and inslude such popular
items as bricks, ceramic tiles, &and sawn timber.
The price of cotton texilles, for which Poland de-
pendo largely on imports, also incraased signifi-
cantly. Cotton textile prices increared 15%; natural
silk, 37%; and linen fabric, 54%.

6. The cumulative effects of the foregoing in-
creases for foodstuffas, fuels, building materials.
and textiles far surpass the ber.ifits received from
sinultaneously decreed price cuts in other goods
and from other adjustmants offered by the ragime.
The most important price reductions were for
pharmaceutical products, down 31%; synthetic tax-
tiles, down 25%; and consumer durables, mainly
popular household appliances. The retail prices
of TV sets, radios, refrigerators, washing machines,
sawing machines, and tape recorders wera shaved by

-3 =
SECRET

Declassified in Part - Sanitized Copy Approved for Release 2011/10/31 : CIA-RDP85T00875R001600030196-2



._ eclassified in Part - Sanitized Copy Approved for Release 2011/10/31 : CIA-RDP85T00875R001600030196-2
SECRET

Tableo 1

Poland: !Major Rovisions ir @ntail Prices
and Zstimated Shares of Rotail Trade a/

Price Change Share of Retail
Decembey 1270 Trade 19869
{Parcent In.reasos) (Paxrcent)

Price increases

Foodstuffs 24.3
Flour, macaroni 16 1.4
Baked goods 12 3.6
Meat and meat products 18 9.7
Lard 33 1.0
Fish and £ish products 12 1.0
Milk (winter price) 8 1.0 g/
Milk products 4 2.% b/

0f which:

Cheese 37 0.5 b/
Swaets and cubed sugar 14 4.0 ¢/
Coffee , } 92 0.7

Cotton textiles 15 1.3

Silk fabrics 37 0.3

Linen fabrics 54 N.A.

Overcoats 69 N.A.

. weather glovas 14 H.A.

" &Steel and metal goods 7-12 1.2
Bicycles and motoxrbikes 12 N.A.
Coal and lignite 10-14 2.8 4/
Bailding matericly 28 2.0

L Hinimum total 32.1

-4 - i
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Tablo 1

Poland: Major Revisions in Retall Prices
and Estimated Shares of Retail Trade a/

. (Continued)
Pzice Change Share of Rotail
Dacember 1970 Trade 1969
(Parcent Increases) (Percent)
Price decreases

Drugs -31 2.4
Radios, TVs, tape recorders -13 to =21 1.8
Appliances . I.A. 1.3
Refrigerators ~-16 N.A.
Washing machines -17 N.A.
Vacuum cleaners -15 N.A.
Sewing machines =10 . N.A.

Synthetic' textiles -25 1.3 o/
Nylon stockings -46 N.A.
Shirts and blouses -16 N.A.
Razor blades -38 N.A.
Phonograph records ~-18 N.A.
Matches -20 N.A.
Paints and lacguerc -10 N.A.
Ninimum total 6.8

a. Many price changes affect items or groups of itema, not whoia
categorive of geods, and are excluded from this table. Eotimatas
of the sharer of retail trade raflect data from 1868, from
Poland's stat“stical yearbook for 1970, p. 331-332. These data
inolude scres to inetitutions as well as sales to individuale.

b. Eetimated by apglying the chareo of the varioue milk products
given in lousehold budget otudies to the figure for milk, milk
products, and egge given in the retail trade data.

ag. Inaoludirg all sugar and eweats.

d. Ineiuding oil for heating and lLighting. :

¢. Asaumed to represent the unitemised rasidual in the ocategory
of textile fabrice.

-5-

, SECRET
| eclassified in Part - Sanitized CE)py Approved for Release 2011/10/31 : CIA-RDP85T00875R001600030196-2



Declassified in Part - Sanitized Copy Approved for Release 2011/10/31 : CIA-RDP85T00875R001600030196-2

SECRET

significant margins -~ from 10% for sewing machines
to 218 for tape racorders. Price cuts also affected
various other goods, much less important in the
budget of the average worker, such as matches, soaps
and detoergents, phonograph records, paints and
lacquers, and Polish-made razor blades.

9. 1In the official explanation of the price
ravisions, it was conceded that, with the retail
trade structure of 1970, the resulting increase
in expenditures would amount to 15.7 billion
zlotys, whereas the reduction would cut expendi-
tures by only 10.9 billion zlotys. But these changas
represent only a 348 increase in ¢ :penditures in
retail trade and a 24% reduction in expenditures --
that is, they would involve on the average legs than
a 13 price rise in net cost of retail trade pur-
chases and less than a 1% increase in the cost of
living.

10. The government sweetened the kitty for con-
sumers somewhat by easing credit restrictions on
installment purchases of some durables and by cut-
ting back monthly subscription fees on TV sets from
40 zlotys to 30 zlotys.

Revised Incentives in the Shipbullding Industry

1l. A twin cause of the disturbances, one that
may explain the coincidence of the most severe
disruptions in Poland's shipyard cities of Gdansk,
Gdynia, and Szczecin, is a new system of material
incentives proposed for the Polish shipbuilding
industry. Promulgated by the Council of Ministers
as Order No. 80/70 on 31 Octcber, the revised in-
centives ara scheduled to take effect on 1 January
1971.

i2. The proposed scheme of incentives, never
before tried in Polish industry, aims to tie workers'
bonuses by means of complicatad formulas to the
"profitability” of final output. About 80% of
Polish ships to be produced in the vpcoming five-
year plan have been targeted for sales abroad,
and apparently the sales prices received from
foreign buyers for Pnlish-made ships will determine
whether the workers in production units gain or
lose, and by how much. The uncertainty of such

6 -
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rewards by all accounts has caused widespread con-
cern among the rank and file, who have become ac-
customad .to viewing bonusas more as a matier of
right than as something to be earned.

13. Shipyard workers have much to lose. Their
wages average 30% higher than those of industrial
workers in general and have been increasing more
rapidly. They object to having thelr bonuses de-
pend heavily on factors outside the control of
individual workers and brigades, such as interna-
tional market conditions for ships, on the imagina-
tion of architects and engineers in the country's
maritime design offices, and on the palesmanship
of Polish exporters. Polish shipbuilding in the
past has not met world standards, axcept for some
colliers, fishing trawlers, and small-gsize general
cargo ships. Most have been saleable only in the
Communist world and then only through price con-
cessions. Part of the fault lies {;: the still
primitive sales and service orgsnization of Polish
industry

14. As every shipyard worker must surmise, even
higher profit margins could mean lower bonuses.
It is a widely held belief in Polish blue collar
circles that wage and incentive reforms generally
favor bureaucrats and white collar workers, who
make up about one~fourth of the 37,000 employces in
the shipbuilding industry. Hence, some workers
doubtlessly fear that any new scheme of ilncome dis-
tribution could work to their disadvantage, not-
withstanding official claims from ‘farsaw that ex-
isting differences between white and blue collar
workers are to be narrowed in the 1971-75 plan.

15. Part of the reason for the uneasiness of the
shipyard workers may have come from the failure of
the Gomulka regime to explain the proposed raforms
properly. 1In a speech made in mid-November, the
Secretary of the PZPR Voivodship Committee,
Wlodzimierz Stazawski, said*:

In connection with the repeated working
out of this system and the amendments
introduced into it, there has been no

* Glos Wybrzeza, No. 275, 19 November 1870.
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possibility yet to gat the persounel
thoroughly acquainted with its principles.
Therefore, cartain things are unclear in
people's minds and some enterprises araé
anxious about what this new system will
bring. These obscurities and anxieties
should be dispelled as soon as possible
by a matter-of-fact and lucid explanation
of the basic principles to come into force
in the shipbuilding industry and by the
explanation of their economic and social
contents.

The Rationale of the Price Changes

1l6. The price changes introduced in December
1270 and others made since 1967 reflect a long-
standing recommendation of tha planners to disg-
courage increases in the consumption of heavily
subsidized goods and services -- especially
goods incorporating agricultural products or im-
ports -- and tc encourage expanded consumption of
industrial products, which have been greatly over-
priced. This view was reflected as early as August
1968 in an article by Grzegorz Pisarski, editor of
2yoie gospodarase, Poland's economic newspaper, ¥
He noted, for example, that "securing equal growth
in food production requires two to three times
higher expenditures than growth in the production
of clothes; shoes; and metal, chemical, and rubber
products." He acknowledged that some low income
groups were still not well fed and that an improve-
ment in quality ané an increase in pre¢cessing were
8till needed. He recommended, first, a greater
differentiation of food prices to reflect demand and,
second, a shift of effective demand toward non-
food articles by price changes and by increasing
the supply and range of good quality clothing,
electrical and electronic equipment, and automobiles
and other transportation equipment. In general, he
observed, food consumption was already high: "com-
pared to countries with a higher national income
per capita, food consumption in our country is main-
tained at a definitely higher level," while the
supply of non-food products was relatively low. He
went on to note that any general shift in prices
would perhaps benefit the well-to-do and would at

* 2Zycie gospodarcze, 11 August 1968,

- B =
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least have little effect on their standard of living,
while involving a loss for poor families. "This,"
he said, "is one of the most important reasons why
we have delayed changaes in the price structure
postulated long ago."” And he went on to discuss

: various ways of minimizing these effects.

17. As Pisarski claimed, working class families

‘ . in Poland eat as much -- in quantity -~ as working
class families in many West European countries.
In quality and range of choice, Polish food on the
whole is inferior. Moreover, Polish housewives must
spend more time shopping for food and preparing it
than housewives in Western Europe, and many more of
them must hold down jobs to make ends meet. In addi-
tion, many heads of households work at two jobs;
mocnlighting probably is more common in Poland than
anywhere else in the world. But working class families
in Poland eat large amounts not only of bread and
potatoes but also of milk, meat, fish, butter, and
other fats and vegetables =-- more, for example, than
working class families in West Germany, and nearly
as much of several other foods, as shown in Table 2.
Shipyard workers probably eat even more. The relatively
high demand for food by Polish workers is in good part
explained by the larger number of working members in
the family, the greater percentage of workers doing
heavy manual labor, the colder climate, the less
comfortable living conditions, and the relative
scarcity of housing and durables on which to spend money.*

18. The Gomulka regime initially gave a high
priority to raising food consumption of urban work-
ers. In 1956, members of the prewar industrial
workforce "had ample reason tc believe that they wers

* It should be noted that food consumption by manual
workers and their families i8 close to the national
average in Poland, but in Wesat Germany ie substan-
tially below the national average. FEven 8o, averags
consumption for all Poles ie higher in calories and
fate than for the Weest Germans, and animal protein is
nearly geven-eighthe of the West German level. Ii ig only
when quality, assortment, and processing are taken into
agaount that the Polish diet can be geen to be markedly
less desirable than the diet in West European countries.
For example, in 1964, average Polish food consumption
(exaluding tobaceo and beverages) valued in achillings
was 83% of the [footnote continued bottom of p. 11].
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Table 2

Per Capita Food Conéumption
in Middle Income Families
of Manual Workers in Poland and West Germany a/

1969
Kilograms b/
Poland West Germany

Flour 15.9 5.6
Bakery goods 109.4 51.5
Noodles 1.9 2.5
Rice, groats, oats 5.6 5.8
Potatoes 146.1 50.1
Vegetables and vegetable

produats 59.3 .31.0
Fruit and fruit products 35.6 45.3
Meat and meat products 47.2 37.3
Fats (except butter) 13.9 | 8.9
Fish and fish products 6.7 3.5
Milk (liters) 106.6 71.6
Butter 6.7 5.4
Cream ‘ 6.3 6.5
Cheese 6.8 7.1
‘Eggs (units) 171 168
Sugar and confectionery 25.9 18.2

a@. Based on sample surveys. IThe data for Poland
are for families of manual workers in the middle
income range, whose incomes are 1% higher than the
average for all families of manual workers. The
data for West Germany are for middle income fami-
lies of manual and white collar workers, with
incomes 8% above the average for manual workers.

" For both Poland and West Germany, 8tatistics ex-
clude restaurant meais, which amount to 6% of food
expenditures in Poland, 9% in Weat Germany. Dolieh
data include and West German data esclude coneump-
tion from private plots. _

b. Unless otherwige indicated.

=10 -
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ware worse off than before the war."¥ Thereafter
thedr living counditions imprevod markclly, es-
paclally in reupect to food consumption, until

the early 1960s. The growth ¢f food ccnsumption
then tapered off, and since the mid-1960s there

has baen little net increase. As shown in Table 3,
consumption by workers' families of some important
items, including meat, fat (except butter), sugar,
and vegetables actually dropped a little f£rom 1965
to 1969. An ear.ier drop in consumptiorn of cereal
products continued, the normal acccmpainment of a
rising standard of living. The main offset was a
fairly small increase in consumption of dairy prod-
ucts == butter, cream, cheese, rnd eggs. Especially
important was a drop in consum*.ion of pork, a key
item in traditional Polish diets. The additional
poultyry and fish supplied in place of pork are
regarded as poor suhstitutes by Polish workers.

19. Little or no decline in food consumption
tonk place in 1970, judging froin retall sales data
through September. Per capita sales of meat,
butter, and pntatoes declined, and there were a
few significant increases, the most important
being for fats (other than butter), fish, and
some dairy products. In effect, changes in the
pattern of consumption in 1970 continued those
from 1966 to 1969.

20. A leveling off in supply == 1ot in demand =--
axplains the decline in consumption of meat, fats,
sugar, and vegetables in workers' families. Agricul-
tural output, which rose substantially in the late
1950s and again in 1965-66, leveled off thereafter

average Augtrian level, | 25X1

25X1

In

raw produuts, the value of average Polish consumption
was sven higher relative to the Austrian level; in
processew foods, less than ons-half -- just one
instance v} the diffevence in composition. The dif-
ference betweaen average Polislt and Weat German diets
would be somewhat greater.

* Maurice Erngt, "Postwar Economic Growth +n xastern
Europe (A Comparison with Wesitern Europe)," New
Directions in the Soviet Economy, Part IV, Washington,
1966, p. 888.
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Table 3

Average Per Capita Food Consumption in Poland in Families. ?'_-
of Manual Workers Outside Agriculture

Kilograms a/

1965 _19¢6 1967 1368 1962

Flour : 18.3 17.3 16.7 .16.4

16.1

Bakery goods 114.1 116.0 111.9 110.9 109.3

Nocdles 1.9 1.7 1.9 1.8 1.8

~-Rice, groats, cats 5.7 5.9 6.3 5.7 5.7

mb Potatoes . - 137.2 145.5 141.2 138.5 141.7
! Vegetables and vegetable products 57.7 . 58.7 60.8 56.0 56.5 gj
O 5 Fruit and fruit products 25.5 38.0 34.0 37.3 34.0 e
~ Meat and meat products 48.2 47.1 44.5 43.4 44.3 =]
+ b i Fat (excluding butterj - 14.8 14.9 4.6 14.0 12.6 =
= Fish and fish products 5.4 5.3 6.1 5.8 6.3 -

Milk (liters) o 107.3 102.5 102.5 104.6 l04.8

Butter 5.8 5.6 6.0 6.3 6.4

Cream 5.8 5.6 5.9 5.8 5.9

Cheese 6.3 5.9 6.5 6.4 6.7

Egges (units) 138.9 148.9 125.5 158.9 163.5

Sugar and confectionery 29.7 31.0 25.4 25.9 25.6

a. Unless otherwise indicated.
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and dropped in 1969 and 1970, Por nmeat the pattern
is different in that production held up in 13969 --
on the basis rf good inventories of feed ~~ and
only began dropping for 1970.

21. The increane in supply in the late 19508
was aided by US deliveriesn of agricultural products
on a very long-term jinterest-free oredit (under
Public Law 480, Title 4) from 1857 to 1964. With
thaese delivaries, Poland was able to raise maat
production fast enough to afford both an incipase
in meat exports =-- an important source of hard
currency -~ and a risa in domestic consumption to
an acceptable level. The US decislon to stop
daliveries at the end of 1964 put a squeeze on
Polish consumpiion and exports that could have had
sarious immediate effects, had it not been for somne
Soviat help and a providential rise in domestic
output in 1965-66.

22. Even with thias help, Polish leaders were
faced with some hard decisions on exports versus
consumption after 1966, when output leveled off.
Apparently they decided to hold both at about the
same lavel. Total agricultural and food exports
held fairly steady, although meat exports varind
sharply == they were cut in 1968, mainly as a reasult
of a drop in domestic pork production, jumped for-
ward in 1969, and declined again in 1970. Meanwhile,
agricultural and food imports increased. Per capita
consumption increased somewhat, but only becaune of
a continued rise in poasant consumption, already much
higher than urban consumption in most respects. Tha
exceptions are meat and fish, of which peasants
still eat somewhat less than workers, althaugh the
gap narrowed rapidly in tha 19608 to less than 5\.

23. Unfortunately, while the quantities sup-
plied remained almost steble, effactive dsmand
continued to rise. Nonagricultural employment
went up by 38 per year in 1966-69, partly because
of substantial new additions to the labor force
and continued migration from agricultura, but also
because enterprises, eager to fulfill output plans,
stepped up hiring of women. At the samp timo,
average wages rose by more than 4%\ per year, and
the wage bill was 36% greater in 1969 than in 1965.
Most other incomes, including payments to peasants,

- 13 -
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~ose ledss raplidly) even aso, total inhcome weht up
1}% over the four years.*

24, The rapid growth of intomsas during L966=6%
wag hot by any means malcered by ptice ilnctaeases,
Ag mentioned earlier, the regime traised fotall
prices of meat by 178 in 1967 mainly to cowpihsale
for a devline in suppliea. Othet sighificant te=
tail price ineteases in the period for goods wvere
for fiah (13%) and tobateos (29%), Prides also went
up for some products In the [res market == meat,
egds, and vegetables == by 8%-9%. Pricves of goee
aervices, heavily subsidited if Poland, wote alsn
raised, notably fent (a whopping 90% bul on o
#mall base) and publie¢ tfanasport (16%)., hut ovetsli
the prive rise was only about 8% for food, 1% for
other goods, and ldv for gorvices == afy jhitease of
about 9% for cvonsusption on the whole duting the
four years.

%5. Polish consumets, to be #ute, &peht a
substantial patt of their intteased purchasing
pouer oh clothes, durables, ahd setvives, incivwding
those for which prices had risen. In noninal pricee,
the total incréade ih nonfood putchesss of goods was
34% in 1966-0%, snd enpenditutes Inr gdotvices wate vi
by 49%. Ae a result, cven though putchaess of fooda,
bovetruges, and tohacco == which topfosehied sone
40t of total purchases of goods by houasholde®® =«
rose by only 21%,%** ovetall expenditurss on goods
and services rose by J0%. Torus the 32% inciease
if SoRiAsl inToRES G910 nol Cieate significant
excass purchasing powet inh the hahds of wotkota,
ALGITAIGAS 15 BaVIRgS GepGBRits and cash in circwia-
tich rode, byt fofainod axall tolative 1o tnlal
incomea. These Ffatls, reflettied ih Table 4, heip
futther to explain why the planhers, and the jcadere
themgalvers, who traditichally think ®mainly if tefme
of balances, were fhot gieally cohcerned abouyt if-
{lationary preseures, the less ad Because Poliash

25X1

YT THe #hdtre im dcnmeunpiicew oF gocde (e, oFX scuree,
h"ghér beciuee food soneunpiicm iwn kivnd by peseante,
scidiers, hoepital patiente, ami Lhe like 58 2 sulefiwns
tial share of teial ecnewnplicn of gocde.

*tt Deflated for a price inavezee cf #%, ihis repre-
eente a iZ% real {nereses, cr an % {wm2reibe fer aspila,
There rag a real per 2apita inoresee ¢f porhsre 21.31%

in 1283 and a 13% dngregae per yoir, theteafier reflesi-

ing (n part avn (morease {n proocsaing.
- 14 -
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Table o
Hohey Inecomes and fwpenditures of Hounseholde in Poland

L Rillion Zlotye

1965 1969
incomss
Kages 8/ . - 217,79 226,35
other paymenia to worketrs and epxployesn 30,72 4.8
fiot ihoomes ¢f indspandent artiushe §,2 5.1
et pearint Incorss {excluding
| Investment) » 49,5 49,5
; Other A&t sathifidge of cell=onployed 7,8 12.4
hental inooime 1.3 2.8
We'lfate paymente ahd acholirehipe i2.0 1.1
fiet cOnsumer Credite : 9.9 B
foueing allowancce 5.6 9.2
ihtetest on epvinge deposits 1.9 2.2
Totol imecroeg 712,90 eer.
fapondituroe
botail salos
teorlalist Lteads b/
[T ] ’n_# L E R . -n -
tm Ej YWY, F RELR 5
l Other 163,  169.6
Frivate trade £.3 3.7
Ftes gatkst cales ¢/ 17.¢ Zi.d
Toutal gotde 7627 317.%
Tietirie power akd gas Yo7 4.2
Tranepott and commuhicsliohe 4 7.8 it 7
Bousihs walhlansnin - EE 2i.®
Noney rent , 4.3 2.6
Crher Qoods and pervices 5.4 5.0
| TOtal setvices 38,5 $9.4

- }% =
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Tabie 4

Hotiey Incomes atvl tependiturea of Howaehnide i Foiand

{Cont ihued)
N}_l‘_i_._(m 2intya
136% 1962
¥age Lawce i5.1 13.2
liet iheurance $.56 A
fythay Lawece and fcee i«8 2.6
Additinne Lo eavinde depmeajle i9.} :?

Additinn 1o caeh oh hahd 2.7 6.3 ILLEGIB
Yokl ﬁggonéifufeg 22,7 £27,7
= if =
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savings deposits and cash in the hand of the popu=
fation had been and terrained small relative to
ineorsa, much amaller than in moal othey Kast
BEutopean counhtries.

26, To be sure, Polish officials recoygnized ==
as did Pisarski in Che article qubled above == that
mahy workers would buy mote meal and other fondas ==
and vodka «= with theit higher pay if only Lthe
products Mere oh the sheives., 1n 1966=62 Lhe share
of féod vrodudts in purchasee of all goods declined,
and the behavior of the ftee poasant markel suggesata
that wotkers vete hot eager to buy & great deal
more uf the fonda normally available. guantitiesn
sold oh the free #atkex increased at aboul ithe gare
tato as in atale outlsis, and prices generally re=
raihed faitly c¢lose o stale retail prices. But if
a2 wider trahge of goods. fond ahd hohfood, were avajle
able ~= of the food side eapecially fresh fruit and
savsage ahd blhet procesesd feal == Poles would probe
ably epend ah ihtreasing sharse of ihelr incomes on
fond, ac lsast for a Life,

27, Bl prfedsute oh #eal supplies becoies a
sotioue problen wheh xeal procuterent falle
off. Ax ohoe anhxiely risss arohg cuslomrets, In-
deed, Poler ate sullficiently awate of fatrtinhg
fatlers Yo anhticlpale Rttouble, A ®majority of uthan
wotkets etill have Lies in the willage, and wany
atfil 40 a jittie fatming on the eide, And en,
in Auwguet 19270 wheri feal precurerent dropped,
teaciiohs Tollowed qguickly., The fitet tepttie
eaid L1hat hourewivee §h Faltewice, the big ihdiee
irial center, had bioken windowe if bulchetr shnpe
to ptolest shorlages, Agluvally judging from folall
ttade dats ihtough Oclobetr (270, prechuliohary
buyitg by fatiewide cusiomers wae the itmediate
cause tather thah at actwal dropoff in deliverien
to tetall sutletle. fHelecied telall irade slalis-
tige {of the I[irsl nite monlhe of 1%6% ardd I970
are given in Table 5. Pul whatever the otiginal
cauges, shoriages spread o rajor cities threugh-
GuUl Tne TouURLIy, eRvepi appareniiy in Wareaw, In
October and Wovenber, miners teportedly refuped
to ¢0 to work oh oCCasion in Hroblin and the
Falowite 4tea, Instances wete fepbtied o danage
e atony! and of physicak vicienhce axohg shoppere,
Crunblioy ai-d amall protlests mounied with the
approach of the Chileihas goason, vhen all Poles

- 17 -
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‘table 5

Fetail Trade in Foodatuffa in poland
{Firat 9 Honthe of 1969 and 1970)

Flour

Dakety goode
Hoddles

Groata. gice, and
Gat e

Potatons

Fresh vegelablee

Heat and rwoat
products

rat lescluding
butter)

Tish
Hilk (millich livtere)
Dattor

ticnery

Froesh domestic fruit

Thouasnd Toha a/

268
2,094
36

176
400
3ol
282

27
119
829

&6 o
A e

L )
[ 4

1319
115

Per Capita
Supply

{1270 aas a

q Parcent of

1920 1969)
275 102
2,14} 102
15 917
178 101
376 2]
323 106
<30 %8
101} 1046
130 109
870 104
B 29
5% ivé
167 103
112 27

. Unieps riheryire

sudt sgled.

SECRET

Declassified in Part - Sanitized Copy Approved for Release 2011/10/31 : CIA-RDP85T00875R001600030196-2
SECRET

Declassified in Part - Sanitized Copy Approved for Release 2011/10/31 : CIA-RDP85T00875R001600030196-2



Declassified in Part - Sanitized Copy Approved for Release 2011/10/31 : CIA-RDP85T00875R001600030196-2
SEGRET

lay in extra food to galebrate, and rumotrs amplified
the afeot.

28, At this point the regime knew that ¥oland

was faced with the certainty of soms decline in

. maat produetion in 1970, which would continhue at
least shrough mid=1971. A livestouk census in
gtoptember confirmed a decline in nunbhers of hoys,
including aows., MHigher prices and feed shortages
h#d led farmers to Kill off sume breeding atock
and shoats as wel) as yearling hogs., It would be
necassary to c¢ut back proourement if hetds were
not to he furthetr reduced, MNoteover, entimates of
the harvest, already {ndicating a second year of
poor dtops, had to be evised downward in October.
Bhortagees of feed coul. well prolong the meat
ghortage and might also affect milk, egg, and
pouitry production. In early December the USLSR
agreed to send an additional million tons of grain
from the busper Boviet crop to ease the grain
shortage, but the impending pork shortage temalned.

29. ‘The leadership had to act gquickly, elther
to set up meat rationing, nrdar substantial amounts
of pork on the world market == for hard cutrency ==
or raise prices very substantially, for the sacond
time in three Yyears. How the debate went is unknown,
but the conclusion clearly was to raise prices.

A determining factor could well have been the useful
effect on the new five=year plan for 1971=75. The
argumnnt made earlier by various economic offivials,
including Pisarski, as guocted above, was rovived:
degpite the continued desizre of workers for mofe
and more mest. it would Lo desizakle to shift the
structure both within food consusption -- by in-
creasing the share of fish, »ilk, aggs, and fruit
and vegetables == and betwssn food and nonfood
consuntption. As one writer put the casde In
fovesber 1970: Poland already has a high consunp-
tion of animal proteinr and the demand goes on
rising. but "such a structure of demand is not
ajwayd in line with the principles of a rational
Aiet and to no lesa oxtont with the planned
sponding of earnings.”® 1If 2 substantial ~- very
wnpopular ~- price rise for maat wss nacassary,

why not carry out the long-postponed program for
shifting effective demand by restructuring retail
prices?

* 7. Vagieieri, Trybuna Ludu, 17 Noverber 19870,
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30. That appears to be the background of the
December price chanyes. ObLviously at the price of
importing an extra 50,000 tons or 806 of teat ==
costing some $40 million =~ tha regime could have

ut off a decision until the new year. A Erudent

geadet like Gomulka would normallg have taken some

such precaution. tndeed he probably would have

insisted oh stringing eut the price changes, as had .
been done before, Perhaps too great a preoccupa-

tion with international problems -~ especially the

treaty with Wesl Gemmany -~ led him to rely too

much or economic advimers who had long wanted to

push through the measure.

The Impaet of Wage and Emplovment leformg

31. The new incentive system for shipbuilders
was part of a new government wage and employment
policy. 1In the fall of 1969 the regime began a
serious attempt o halt the unplanned rises in
employment and average wages that had beeh oecur-
ring since about 1963, Financial and administra-
tive action was threatened against managers who
exceeded planned employment and waye levels, snd
employment limite were set for enterprise amploy-
ment at the end of 1969, The effects on 1969
nonagricultural employment wore slight, The
ahnual increase was 3.4%, or only slightly lesn
than the average in 1566-68. ‘The now measures
did produce some effect in 1970, nonagricultural
employment rons by only 1.7 in Januasry=September
compared with the same period of 1969. The effect
ch wager outnide agriculture elac has been sig=
nificant; the average wage has gyone up 2.9% as
against an average of 4.2% {n 1965-69. One factor
helping to keep down wages has been a reduction
inh overtime work, another point on which the
regime has been harping. 1In industry, manhours
worked actually declined slightly in the first
half year in spite of a 1.6% increase in employment,

. 32. By now the effect of these measuros probe
ably has been felt in most enterprises and in
many families. The Poles have taken for granted
the availability of jobs for any poasant, anyone
leaving school, or any housewifa. The tightening
up on employment has given notice that jobs can
no longar be taken gquite so much for granted,

- 20 -
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although the regime must still provide a good
Mmany new jobs for new entrantm in the labor foree,
Moreover, take=home pay could suffer from the now
incomes policy. Overtime pay hasy already suffered,
and the Christmas bonuses may have proved to be

. smaller than usual. And pressura to improve the
proverbial slack labor diseipline has probably
begun, although there is not much i1 formation on

' this point.

33. All these factors probably figure in the
sharp reaction of the shipyard workers to the
price rises and the new wage regulations promul-
gated in December. If the now leaders of Poland
persist in these reforms, they may be faced with
new unrest,

Eeonomie Changes Under the Gierek Ragime

34. The new Polish leadership has adopted a
position toward the workers at once firm and con-
ciliatory. The new food prices adopted in Docembar
are to stand unchanged for at least two yoears,
except for seasonal foods. At the same timo,

Glerek has undertaken to correct the worst inequi-
ties -~ mainly, it would appear, to help large
families with small incomes -- and to reviaw oxisting
economic policies, which he charactorized as in part
poorly thought out. He promised to be roalistic

and to "consult with the workors."

35. The now leadership can change the styla
of Polish aconomic policy far more readily than
the sBubstance. Gierck can goo to it that food
supplies are maintained through the winter, by
spending some hard currency if ncod be and by
careful allocation and perhaps informal rationing.
He may get a little Soviet help, but beyond doing
that and trving to avoid future confrontations
with the workers, Gierck cannot do much to improve
the lot of Polish workers. He ig oxpocted to go
on trying to heold down increases in employmont
and wages and may zucceed in &voiding a sharp rise
in inflationary pressures. He intends to play a
more active and intelligent rol.: in directing the
economy than Gomulka, who meddled in, but did not
understand, economic principles. As an efficient
administrator, Giorek will doubtless do more to
modernize Polish planning and management. He
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is likely to continue Gomulka's policy of socking
closer economic cooperation in bot™ Eant and West,
with the aim of upgrading Polish technology. 8uch
an approach may well contribute somothing to the
stability and confidence of the Polinh regime in
the coming years, but is not likely to have much
measurable effoct on Polinh economic growth and
aefficlency.

Conclusiono

36. The Gierck regime inhorits an cconomy that
has provided plonty to ecat for all but tho poorest
families, although in other respects ~- particu-
larly housing -- it has provided little beyond the
bare nocessities of life in a norti.arn industrial
country. Jobs have been easy to get, and wages
have gone up almost automatically. Although food
costs accounted for only about one=-third of urban
incomes in 1969 and the price changes involved an
average loss of net income of less than 1% in the
cost of living, workers are sensitive to government
actions (such as substantial price increases) which
seem to threaten a lowering of the quality of the
diet and perhaps its quantity. It is significant
that the December outbreaks occurred among the ehip-
yard werkers, whose wages are well above the national
average. To these members of the urban worker
elite, the socvial contract implied at least the
per capita maintenance, if not increase, in food
supplies, particularly meat, potatoes, and vodka.
The impending real decline in the quality of tho
diet lay behind the December riots,

37. The Gierek government has announced that
the new prices introduced in December will not be
rescinded but will be frozen for two years. The
regime doubtless will try to assure adequate food
gupplies for everyone this winter, if necessary
by informal rationing and some imports,

38. In the longer run, Gierek faces the
problem of how to get the conservative workers and
managers == and their no less conservative and
stubborn brothers and cousins on the farms -- to
agree to changes in the rules of the game. This
means, in part, a willingness to accept more
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noarly rational prices for consumer goods and
sorvices and methods of compensation that place
more omphasis on productivity increases and re-
ducticns in cost. In addition, Gierek will try
to play a more active public role as a leader
than did his predecessor, responding to the
nitional mood and communicating policy more effec-
\ tively.
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